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SENATE BILL NO. 308

INTRODUCED BY J. WELBORN, K. WALSH, M. SWEENEY

A BILL FOR AN ACT ENTITLED: “AN ACT GENERALLY REVISING BANKING LAWS; PROVIDING FOR THE
MUTUAL SAVINGS AND LOAN ASSOCIATION ACT; PROVIDING ADMINISTRATIVE HEARING AND
PENALTIES; PROVIDING CRIMINAL LIABILITIES; PROVIDING FOR EXAMINATIONS BY THE
DEPARTMENT; PROVIDING FOR MUTUAL ASSOCIATIONS; PROVIDING FOR DEPARTMENT
RULEMAKING; PROVIDING REPORTS FOR THE DEPARTMENT; PROVIDING FOR CONFIDENTIALITY;
PROVIDING PROHIBITED PRACTICES; PROVIDING FOR FORMATION OF A MUTUAL ASSOCIATION;
PROVIDING FOR DEPARTMENT INVESTIGATIONS; PROVIDING FOR ARTICLES OF INCORPORATION
AND BYLAWS REQUIREMENTS; PROVIDING FOR A CERTIFICATE OF AUTHORITY TO COMMENCE
BUSINESS; PROVIDING FOR CONVERSION FROM A FEDERAL MUTUAL SAVINGS AND LOAN TO A
STATE MUTUAL SAVINGS AND LOAN; PROVIDING FOR CONVERSIONS INTO FEDERAL SAVINGS AND
LOAN ASSOCIATIONS; PROVIDING REQUIREMENTS OF A STATE MUTUAL ASSOCIATION; PROVIDING
REQUIREMENTS FOR MEMBERSHIP IN A FEDERAL HOME LOAN BANK; PROVIDING FOR MERGERS
OF MUTUAL ASSOCIATIONS; PROVIDING FOR SALES OF BRANCHES; PROVIDING FOR BUILDING AND
LOAN ASSOCIATIONS AND REQUIREMENTS; PROVIDING FOR INVESTMENT IN CERTAIN SECURITIES;
PROVIDING FOR CERTIFIED CHECKS; PROVIDING DEPOSIT REQUIREMENTS; PROVIDING GENERAL
PROVISIONS; PROVIDING DEPARTMENT RESPONSIBILITY; PROVIDING FORMATION AND
REORGANIZATION REQUIREMENTS; PROVIDING FOR OPERATION AND REGULATION; PROVIDING
FOR DISSOLUTION, CLOSING, AND LIQUIDATION; PROVIDING FOR FEDERAL DEPOSIT INSURANCE
CORPORATIONS; PROVIDING FOR REMOVAL OF DIRECTORS OR OFFICERS OF FINANCIAL
INSTITUTIONS; PROVIDING RULEMAKING AUTHORITY; PROVIDING DEFINITIONS; AND REPEALING
SECTIONS 32-2-101, 32-2-102, 32-2-103, 32-2-104, 32-2-105, 32-2-106, 32-2-107, 32-2-108, 32-2-109, 32-2-
110, 32-2-111, 32-2-201, 32-2-202, 32-2-203, 32-2-204, 32-2-205, 32-2-206, 32-2-207, 32-2-208, 32-2-209, 32-
2-210, 32-2-211, 32-2-212, 32-2-232, 32-2-233, 32-2-241, 32-2-242, 32-2-243, 32-2-244, 32-2-245, 32-2-251,
32-2-252, 32-2-253, 32-2-254, 32-2-255, 32-2-256, 32-2-257, 32-2-261, 32-2-262, 32-2-263, 32-2-264, 32-2-

271, 32-2-301, 32-2-302, 32-2-303, 32-2-304, 32-2-305, 32-2-306, 32-2-307, 32-2-308, 32-2-309, 32-2-401, 32-
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2-402, 32-2-403, 32-2-404, 32-2-405, 32-2-406, 32-2-407, 32-2-408, 32-2-409, 32-2-410, 32-2-411, 32-2-412,

32-2-413, 32-2-414, 32-2-415, 32-2-416, 32-2-417, 32-2-418, 32-2-420, 32-2-431, 32-2-432, 32-2-441, 32-2-

442, 32-2-501, 32-2-502, AND 32-2-503, MCA.”

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

NEW SECTION. Section 1. Short title -- application -- purpose. (1) [Sections 1 through 135] may

be cited as the “Mutual Savings and Loan Association Act”.

(2) A corporation that has been incorporated for the purpose of encouraging home ownership and
thrift and making substantially all of its loans in qualified thrift investments is known in this chapter as a state
mutual association of the department, which shall enforce all laws with respect to it.

(3) [Sections 1 through 135] apply to:

(a) all mutual associations specified in [section 2];

(b) corporations that subject themselves to [sections 1 through 135]; and

(c) persons, partnerships, or corporations who by violating [sections 1 through 135] become subject to
the penalties provided in [sections 1 through 135].

(4) The purpose of [sections 1 through 135] is to provide the state with a sound system of state-
chartered mutual associations by providing for and encouraging the development of state-chartered mutual
associations while restricting their activities to the extent necessary to protect the interest of depositors. The
purpose includes:

(a) the sound conduct of the business of mutual associations;

(b) the conservation of mutual association assets;

(c) the maintenance of adequate reserves against deposits;

(d) the opportunity for mutual associations to compete with other businesses, including but not limited
to other financial organizations existing under the laws of this state, other states, the United States, and foreign
countries;

(e) the opportunity for mutual associations to serve the citizens of this state;

(f) the opportunity for mutual associations to participate in and promote the economic progress of
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Montana and the United States; and

(g) the opportunity for the management of mutual associations to exercise business judgment in
conducting the affairs of their institutions.

(5) A corporation operated for the purpose of encouraging home ownership and thrift and making
substantially all of its loans in qualified thrift investments is known as a mutual association and is under the
supervision of the department, which shall enforce all laws with respect to it.

(6) The mutual associations have continual succession and must be organized under the provisions
of this chapter.

(7) [Sections 1 through 135] do not restrict the activities of mutual associations for the purpose of
protecting any person from competition from financial organizations and does not confer any right or cause of
action on any competitor.

(8) This section constitutes the standard to be observed by the commissioner of banking and financial
institutions in the exercise of authority under [sections 1 through 135] and provides guidelines in the

construction and application of [sections 1 through 135].

NEW SECTION. Section 2. General applicability. It is unlawful for any corporation, partnership,

firm, or individual to engage in or transact business as a mutual association, as defined in [section 3], except by

means of a corporation organized for that purpose.

NEW SECTION. Section 3. Definitions. As used in this chapter, unless the context requires

otherwise, the following definitions apply:

(1) "Capital" means, with respect to a mutual association:

(a) retained earnings; or

(b) atthe discretion of the commissioner, any other form of capital, subject to any applicable federal
and state laws.

(2) “Commissioner” means the commissioner of banking and financial institutions as provided in 32-1-

211.
(3) “Department” means the department of administration provided for in 2-15-1001.
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(4) “Deposit” has the meaning provided in 12 C.F.R. 204.2, as amended. The term includes demand
deposits, which includes all deposits, the payment of which may legally be required when demanded.

(5) “Division” means the division of banking and financial institutions of the department.

(6) “Federal savings association” means a federal savings and loan association or a federal savings
bank doing business under authority granted by the office of the comptroller of the currency or the former office
of thrift supervision.

(7) “Institution-affiliated party” means:

(a) any director, officer, or employee of or agent for a mutual association;

(b) any other person who has filed or is required to file a change-in-control notice pursuant to this
chapter;

(c) any consultant, joint venture partner, or other person as determined by the commissioner who
participates in the conduct of the affairs of an insured depository institution; and

(d) any independent contractor, including any attorney, appraiser, or accountant, who knowingly or
recklessly participates in any violation of any law or rule, any breach of fiduciary duty, or any unsafe or unsound
practice that caused or is likely to cause more than a minimal financial loss to or a significant adverse effect on
the mutual association.

(8) “Insured depository institution” means a bank or savings association in which the deposits are
insured by the federal deposit insurance corporation.

(9) “Member” means all holders of the mutual association’s savings, demand, including other
authorized members on accounts.

(10) “Mutual association” means any corporation that has been incorporated to conduct the business
of receiving money on deposit from its members and making substantially all of its loans on one-to-four family
real estate mortgage security. The term includes a savings and loan association formed without authority to
issue stock.

(11) "Portfolio assets” has the same meaning as provided in 12 U.S.C. 1467a, as amended.

(12) “Qualified thrift investments” has the same meaning as provided in 12 U.S.C. 1467a, as amended.

(13) “Savings association” or “savings and loan association” means a savings association or savings

bank organized under the laws of the United States or a building and loan association, savings and loan
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association, or similar entity organized under the laws of a state. “Savings association” also includes a state
mutual association that elects to operate as a savings and loan association under this chapter.

(14) (a) “Service provider” means an entity that provides one or more of the following services to a
mutual association:

(i) data processing services;

(ii) activities supporting financial services, including but not limited to lending, funds transfer, fiduciary
activities, trading activities, and deposit taking;

(iii) internet-related services, including but not limited to web services and electronic bill payments,
mobile applications, system and software development and maintenance, and security monitoring; and

(iv) activities related to the business of mutual associations.

(b) The term does not include:

(i) an entity that provides telecommunications service, internet access service, internet transport
services, voice-over internet protocol service, or other internet protocol-enabled service; or

(i) a general audience or communications platform.

NEW SECTION. Section 4. Notice of violation -- administrative hearing -- penalties -- liability.
(1) If the department has reasonable cause to believe that a person has violated this chapter, a rule
promulgated under this chapter, or an order issued by the department or has made a material
misrepresentation to the department by act or omission, the department may issue an administrative notice
stating the alleged violation to the person.

(2) The Montana Administrative Procedure Act's provisions for contested cases and judicial review of
contested cases apply to civil violations of this chapter.

(3) Any mutual association that maintains procedures reasonably adapted to avoid any inadvertent
and unintentional error and, as a result of such an error, fails to submit or publish any report or information
required by this chapter within the period of time specified by this chapter, or submits or publishes any false or
misleading report or information, or inadvertently transmits or publishes any report that is minimally late is
subject to a penalty of not more than $500 for each day during which the failure continues or the false or

misleading information is not corrected. The mutual association has the burden of proving by a preponderance
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of the evidence that an error was inadvertent and unintentional and that a report was inadvertently transmitted
or published late.

(4) Any mutual association that fails to submit or publish any report or information required within the
period of time specified by this chapter or submits or publishes any false or misleading report or information in a
manner not described in subsection (3) is subject to a penalty of not more than $5,000 for each day during
which the failure continues or the false or misleading information is not corrected.

(5) If any mutual association knowingly or with reckless disregard for the accuracy of any information
or report described in subsection (4) submits or publishes any false or misleading report or information, the
division may assess a penalty of not more than $10,000 for each day during which the failure continues or the
false or misleading information is not corrected.

(6) The department’s remedies specified in this chapter are cumulative.

(7) All civil penalties collected pursuant to this section must be deposited in the special revenue

account for use by the department in its supervision of mutual associations.

NEW SECTION. Section 5. Criminal liabilities. (1) A person who knowingly and purposefully

violates any provision of this chapter or any rule or order under this chapter shall upon conviction be fined not
more than $5,000 or imprisoned not more than 10 years, or both. However, if the person has been previously
convicted of a felony in any way involving financial institutions, the person shall be imprisoned for not less than
1 year.

(2) The commissioner may refer evidence that may be available concerning violations of this chapter
or of any rule or order under this chapter to the attorney general or the proper prosecuting attorney, who may in
the prosecutor’s discretion, with or without a reference, institute the appropriate criminal proceedings under this
chapter.

(3) The provisions of this chapter do not limit the power of the state to punish any person for any

conduct that constitutes a crime.

NEW SECTION. Section 6. Examination and supervision by department -- duties -- rulemaking.

(1) The department shall:
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(a) exercise constant supervision over the books and affairs of all mutual associations doing business
in this state; and

(b) investigate the methods of operation and conduct of business of the mutual associations and their
systems of accounting to ascertain whether the methods and systems are in accordance with law and sound
principles of mutual associations.

(2) Except as provided in subsection (3), the department shall:

(&) examine, at least once every 24 months, each mutual association and verify the assets and
liabilities of each and investigate the character and value of the assets of each to ascertain with reasonable
certainty that the values are correctly carried on the books; and

(b) submit in writing to the examined mutual association a report of the examination’s findings no later
than 60 days after the completion of the examination.

(3) The department may accept as the examination required by subsection (2) the findings or results
of an examination of a mutual association that was made by a federal or state regulatory agency or insuring
agency of the United States authorized to make the examination.

(4) Whenever a mutual association is subject to examination by the department that causes any of
the services listed for a service provider in [section 3] to be performed by itself, by contract or otherwise, the
performance is subject to regulation and examination by the department to the same extent as if the services
were performed by the mutual association itself.

(5) The department may:

(a) enter into joint examination or joint enforcement actions with other regulatory agencies having
concurrent jurisdiction over a mutual association or service provider;

(b) enter into agreements with any depository institution regulatory agency that has concurrent
jurisdiction over a mutual association or service provider to:

(i) engage the services of the agency’s examiners at a reasonable rate of compensation; or

(i) provide the services of the department’s examiners to the agency at a reasonable rate of
compensation; and

(c) disclose to a mutual association information about a service provider of the mutual association.

(6) The department may in the performance of its official enforcement duties:
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(a) examine under oath any of the officers, directors, agents, clerks, customers, or depositors of a
mutual association regarding the affairs and business of the mutual association; and

(b) issue subpoenas and administer oaths.

(7) Inthe case of a refusal to obey a subpoena issued by the department, the refusal may be reported
to the district court of the district in which the mutual association is located. The court shall enforce obedience
to the subpoena in the manner provided by law for enforcing obedience to the process of the court.

(8) In all matters relating to its official duties, the department has the same power possessed by
courts of law to issue subpoenas and have them served and enforced.

(9) All officers, directors, agents, and employees of mutual associations doing business under this

chapter and all persons having dealings with or knowledge of the affairs or methods of a mutual association

shall:

(a) atall times afford reasonable facilities for examinations;

(b) provide responses and reports to the department as required by the department;

(c) attend hearings and answer under oath the department's inquiries;

(d) produce and exhibit any books, accounts, documents, and property the department desires to
inspect; and

(e) in all things aid the department in the performance of its duties.
(10) The provisions of 32-1-212 apply to this chapter.

(11) The department may adopt rules to implement this section.

NEW SECTION. Section 7. Payments by mutual associations. Each mutual association under the

supervision of the department shall pay to the department fees set by the department by rule to recover all of
the costs of administering the program for supervision of mutual associations. The department may amend the
rule setting the fees on or before June 1 and December 1 of each year. The funds collected must be deposited

in the state special revenue fund for the use of the department in its supervision of mutual associations.

NEW SECTION. Section 8. Examination -- request of directors. If requested in writing, upon the

authority of a majority of the board of directors of any mutual association to make an examination of the mutual
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association, the department shall do so.

NEW SECTION. Section 9. Department rulemaking. (1) The department may promulgate

reasonable rules and orders concerning bookkeeping and accounting by state mutual associations, including
the keeping of reasonable credit information, information in connection with assets, or information in connection
with charged-off items.

(2) The department may adopt uniform rules to govern the examination and reports of mutual
associations and prescribe the form in which mutual associations report their assets, liabilities, and reserves.

(3) The department may promulgate reasonable rules concerning applications for and determinations
on applications for the formation, relocation, closure, and sale of branch mutual associations.

(4) The department may adopt rules, issue orders and declaratory statements, disseminate

information, and exercise its discretion to effectuate the purposes, policies, and provisions of this chapter.

NEW SECTION. Section 10. Reliance on order -- limit on liability. (1) A person acting in good faith

reliance on a rule, order, or declaratory statement issued by the division is not subject to any criminal, civil, or
administrative liability for the action if a subsequent decision by a court of competent jurisdiction invalidates the
rule, order, or declaratory statement.

(2) Inthe case of an order or declaratory statement that is not of general application, only the person
to whom the order or declaratory statement was issued is entitled to rely on it unless a third person is dealing
with material facts or circumstances that are substantially the same as those on which the order or declaratory

statement was based.

NEW SECTION. Section 11. Reports to department. (1) A mutual association shall make to the

department regular call reports at least four times each year according to the form that may be prescribed by
the department, verified by oath or affirmation of the president, vice president, or cashier of the mutual
association, and attested by the signature of at least two of the directors other than the subscribing officer.

(2) Each call report must exhibit in detail and under appropriate schedules the resources and liabilities

of the mutual association at the close of business on any past day specified by the department. The past day
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specified by the department, under the provisions of this section, must be the day designated by the comptroller
of the currency of the United States for reports of national banking associations.

(3) The call report must be transmitted to the department within 30 days after the past day specified
under subsection (2). A mutual association’s successful and timely electronic transmittal of its call report to the
applicable federal regulatory authority satisfies the mutual association’s obligation to transmit the report to the
department. The original signature page of the mutual association’s call report that complies with subsection (1)

must be permanently retained by the mutual association and available for the department’s review.

NEW SECTION. Section 12. Special reports to department. In addition to the information obtained

from the call report required by [section 11], the department may also require a mutual association to furnish a
special report in writing, verified as required by [section 11], if in its judgment the special report is necessary to

inform it fully of the actual financial condition and affairs of the mutual association.

NEW SECTION. Section 13. Confidentiality -- penalties. (1) (a) Reports and statement under

[sections 6, 8, and 12] are confidential. Except for information made public by the federal deposit insurance
corporation or another federal mutual association authority’s publicly accessible website, any information
contained in the reports and statements is confidential. Except as provided in subsection (1)(b), confidential
information may not be disclosed to persons who are not officially associated with the department and must be
used by the department only to further its official duties.

(b) The department may exchange information with federal financial institution regulatory agencies
and with the financial regulatory departments of other states. The department may furnish reports of its
examination findings under [sections 6 and 8] to a federal home loan bank, as defined in the Federal Home
Loan Bank Act of 1932, 12 U.S.C. 1422. The department may furnish information to the legislative auditor for
use in pursuit of official duties. A prosecuting official may obtain the information by court order.

(2) Any knowledge or information gained or discovered by the department in pursuance of its powers
or duties is confidential information of the department. The information may not, except as provided in
subsection (1)(b), be disclosed to any person not officially associated with the department. The information

must be used by the department only to further its official duties.
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(3) An employee or agent of the department who violates this section or willfully makes a false official
report as to the condition of a mutual association must be removed from office and is guilty of a felony. Upon
conviction, the person shall be fined an amount not exceeding $1,000, be imprisoned in a state correctional

facility for a term not exceeding 5 years, or both.

NEW SECTION. Section 14. Prohibited practices. (1) It is unlawful for any person to knowingly and

purposefully:
(&) make any material false statement of facts, statement of accounts, or report to the department; or
(b) make any false entries in the books of the mutual association.
(2) Itis unlawful for any person to knowingly exhibit false documents with the intent to deceive any
person authorized to examine a mutual association.

(3) Violations of this section are punishable as provided in [section 5].

NEW SECTION. Section 15. Loan production office -- rulemaking. (1) A mutual association may:

(a) establish and maintain a loan production office only after giving notice to the department; or
(b) relocate or close a loan production office after giving notice to its customers and the department.

(2) The department may adopt rules to implement this section.

NEW SECTION. Section 16. Formation. (1) Five or more individuals who are residents of this state

may, with the approval of the commissioner, incorporate a mutual association.

(2) The persons proposing to incorporate a mutual association shall apply for approval to incorporate
by submitting the application in a form prescribed by the commissioner, which must be under oath and include
all of the following plus any additional information that the department may require by rule as necessary or
appropriate in the particular instance for the protection of depositors, borrowers, or members and the public
interest:

(a) the proposed articles of incorporation and bylaws set forth in [sections 20 through 22];

(b) an application for reservation of a name in accordance with 35-14-402, if reservation is desired by

the incorporators and has not been previously filed; and
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(c) information to demonstrate the proposed mutual association will satisfy the following requirements:

(i) a persuasive showing that there is a reasonable public necessity and demand for a new mutual
association at the proposed location;

(ii) that the mutual association will be managed by persons of good moral character and financial
integrity who have sufficient management experience to ensure that the mutual association will be operated
safely and soundly;

(iii) a persuasive showing that the new mutual association will have sufficient volume of business to
ensure solvency and that establishment of the new mutual association organized under the laws of this state
will be in the public interest;

(iv) the proposed minimum amount of initial capital contribution to be deposited, which must be set by
the commissioner;

(v) an application fee, which must be set by the department by rule; and

(vi) Any other information the commissioner requires by rule or in a specific application.

NEW SECTION. Section 17. Notice of acceptance of application. If the department determines

that a completed application has been received, it shall issue a notice of acceptance of application to the

applicant.

NEW SECTION. Section 18. Notice of proposed incorporation. (1) (a) Within 10 days after receipt

from the department of a notice of acceptance of an application, the applicant shall publish notice of the
proposed incorporation in a newspaper of general circulation in the county where the mutual association’s initial
main office is to be located. The applicant shall publish the notice once a week for 2 weeks and furnish a
certified copy of the affidavit of publication to the department.

(b) The notice shall specify the name of the proposed mutual association, its location, the amount of
the proposed capital, the names of the incorporators, the address of the commissioner, and the date by which
comments on the application must be filed with the commissioner, which is 30 days after the date of the first
publication of the notice.

(2) If any comments on the application are filed with the commissioner within the 30-day period
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prescribed in subsection (1), the commissioner shall determine whether the comments are relevant to the
requirements for incorporation of the mutual association and, if so, investigate the comments in the manner the

commissioner considers appropriate.

NEW SECTION. Section 19. Department investigation. (1) The department may gather all

available information relative to an application. The department may also make, or cause to be made, any
investigations of any individual associated with the applicant as may be warranted under the circumstances,
including a full background check and credit check.

(2) The department may use any administrative procedure necessary, including the taking of
depositions, discovery, subpoenas, and the production of documents, to investigate an application. The

Montana Administrative Procedure Act applies.

NEW SECTION. Section 20. Articles of incorporation. (1) A mutual association’s articles of

incorporation must contain the following:

(&) the information required by 35-14-202(1);

(b) the name of the city or town and county within the state in which the principal office of the
corporation is to be located,;

(c) the names and business addresses of the initial incorporators;

(d) the number of the board of directors and the names of those agreed on for the first year; and

(e) the purpose for which the mutual association is formed, which may be set forth by the use of the
general terms defined in this chapter, with reference to each line of business in which the proposed corporation
desires to engage.

(2) A mutual association may not adopt or use the name of any other mutual association, and the
corporation name must comply with 35-14-401(2) through (4) and 32-1-402.

(3) A mutual association may not be organized or incorporated until the articles of incorporation have
been reviewed and approved by the department and until the mutual association has obtained a certificate from
the department authorizing the proposed corporation to transact the business specified in the articles of

incorporation within this state.
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(4) A mutual association may not amend or restate its articles of incorporation until its articles of
amendment or restatement have been reviewed and approved by the department. A mutual association shall
make a true copy of its articles of incorporation and bylaws and all related amendments available to account
holders at all times in each office of the mutual association and shall on request and payment of a reasonable
copying fee deliver to any account holders a copy of the articles of incorporation and bylaws and related

amendments.

NEW SECTION. Section 21. Incorporation. The proposed articles of incorporation must be

presented to the department, together with an application in writing in the form prescribed by the department,
for a certificate authorizing the proposed corporation to transact the business specified in the articles of

incorporation within this state.

NEW SECTION. Section 22. Bylaws. (1) The bylaws must be in conformity with the provisions of this

chapter and must be open to inspection by the members at the principal place of business during regular
business hours.

(2) The bylaws, among other things, must provide for:

(a) the character and method of conducting the business of the mutual association, with rules
governing the addition of members and the amount of the membership fee;

(b) the annual meeting of the members;

(c) the annual election and qualification of directors and the term or period during which the directors
shall serve;

(d) the appointment of officers;

(e) the adoption, ratification, and amendment of the bylaws, which may be made either by the
members or by the board of directors;

() the method of voting at the annual meeting; and

(g) the periodic investigation of the business and condition of the mutual association.

(3) The bylaws and any change or amendment of the bylaws are not effective until first reviewed and

approved by the department, and a mutual association may not commence the transaction of business until
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after the bylaws have been reviewed and approved by the department.

NEW SECTION. Section 23. Capital. (1) The capital of a mutual association must be an amount

determined by the commissioner based on the amount and character of the anticipated business of the mutual
association and the safety of prospective depositors.

(2) As used in this section, “capital” means the initial funding required to organize a mutual association.

NEW SECTION. Section 24. Review of application. (1) The commissioner shall examine all of the

facts connected with the application to determine if all of the requirements of law are met, including but not
limited to the following:

(a) the proposed articles of incorporation and bylaws, application for reservation of name, applicable
fees, and other items required meet the requirements of this chapter;

(b) the population and economic characteristics of the area to be served afford reasonable promise of
adequate support for the proposed mutual association;

(c) the competence, experience, character and fitness, financial resources, and integrity of the
proposed directors and officers are to command the confidence of the community and warrant the belief that
the business of the proposed mutual association will be honestly and efficiently conducted;

(d) the capital of the proposed mutual association is adequate in relation to the amount and character
of the anticipated business of the association and the safety of prospective depositors;

(e) the commissioner is satisfied, based on the investigation conducted pursuant to [section 19] and
any other facts within the knowledge of the commissioner, that the mutual association is otherwise entitled to
commence business; and

(f) the commissioner has received from the federal deposit insurance corporation written confirmation
that it has approved the mutual association’s application to become an insured state savings association as
defined in section 3(h) of the Federal Deposit Insurance Act, 12 U.S.C. 1813(h), as amended, or the mutual
association has received satisfactory assurance from the federal deposit insurance corporation that the
proposed mutual association will be accepted for insurance if the incorporators comply with certain slated minor

requirements imposed by the federal deposit insurance corporation. The minor requirements must be of a type
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and character that the commissioner determines can be promptly complied with by the incorporators without
serious difficulties.

(2) Within 180 days following the date of acceptance of the application, the commissioner shall
approve or disapprove the application of the proposed mutual association on the basis of the examination. In
giving approval, the commissioner may impose conditions to be met prior to the issuance of a certificate of
authority to commence business under this chapter.

(3) If the commissioner approves the application, the commissioner shall notify the applicant of the
approval and proceed with the steps to complete the application.

(4) If the commissioner denies the application, the denial must be in writing in the form of findings of
fact and conclusions of law and order. The applicant may file an administrative appeal pursuant to the Montana
Administrative Procedure Act.

(5) The findings and order may not be disclosed to any other party and may not be subject to public
disclosure under [section 13] unless the findings of fact and the conclusions of law and order are appealed

pursuant to the Montana Administrative Procedure Act.

NEW SECTION. Section 25. Certificate of authority to commence business. (1) A mutual

association organized under this chapter may not accept deposits, incur indebtedness, or transact any business
other than business that is incidental to its organization until it receives a certificate of authority to commence
business issued by the commissioner.

(2) A mutual association organized under this chapter may not commence business until the capital
required in its permission to organize has been deposited to the credit of the financial institution in a depository
designated by the directors. When the required capital is deposited, a complete list of the capital depositors,
with the name, address, occupation, and amount of capital deposited by each, must be filed with the
commissioner, and the list must be verified by the president and secretary of the mutual association.

(3) When the mutual association has completed all steps necessary to begin business, the
association shall file a report with the commissioner certifying that it has done everything required by the
commissioner before it can be authorized to commence business.

(4) Upon receipt of the report referred to in subsection (3), the commissioner shall examine the affairs
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of the mutual association and determine whether the mutual association has complied with all of the
requirements necessary to entitle it to engage in business.

(5) Alltransactions conducted by a person in violation of this section are void.

NEW SECTION. Section 26. Failure to commence business. (1) Any mutual association that fails

to commence business as a financial institution within 1 year after receiving a certificate of authorization forfeits
that certificate and shall cease all activities. The commissioner shall certify to the secretary of state that the
certificate of authority has been forfeited so that the mutual association’s articles of incorporation may be
terminated by the secretary of state.

(2) On forfeiture, the contributors of initial capital deposits of the mutual association are entitled to the
return of any amounts they have paid to the institution, and all expenses incurred in the organization must be

borne by the original organizers who were named in the application for permission to organize.

NEW SECTION. Section 27. Conversion from federal mutual savings and loan association --

state mutual savings and loan association. (1) Any federal mutual savings and loan association organized
and existing under the laws and regulations of the United States and duly authorized to operate and actually
operating in Montana may convert into a Montana mutual savings and loan association operating under the
provisions of this chapter, with the same force and effect as though originally incorporated under the provisions
of this chapter, by complying with the rules and regulations of the federal regulatory authority and also by
following the procedure set forth in subsection (2).

(2) (a) The federal mutual association shall submit a plan of conversion to the commissioner. When
the plan, either with or without amendment, has been approved by the commissioner, it must be submitted to
the members of the mutual association as provided in subsection (2)(b).

(b) A meeting of the members must be held on not less than 30 days’ notice to each member. Notice
of the meeting must be mailed to each member, postage prepaid, to the last-known address of the member
shown on the books of the mutual association.

(c) Atthe meeting of the members of the mutual association, the members may by affirmative vote of

a majority of members present, in person or by proxy, resolve to convert the federal mutual association to a
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state mutual association. A copy of the minutes of the meeting of the members, certified by an appropriate
officer of the mutual association, must be filed with the commissioner, accompanied by a conversion fee, which
must be set by the department by rule.

(d) Within 30 days after the approval of the proceedings by the commissioner, the mutual association
shall file with the commissioner a copy of the proposed articles of incorporation and proposed bylaws of the
mutual association. The proposed articles of incorporation and bylaws must conform to the provisions of the
laws of this state.

(e) Upon receipt of the proposed articles of incorporation and bylaws, the commissioner shall make a
careful examination and investigation of the facts connected with the conversion of the mutual association,
including an examination of its affairs generally and a determination of its assets and liabilities. If it appears that
the mutual association, if converted, would lawfully be entitled to conduct business as a state mutual
association pursuant to the provisions of this chapter, the commissioner shall issue a final approval to the
mutual association.

() The mutual association shall finalize the articles of incorporation and bylaws and, upon payment of
the filing fees by the mutual association, the division shall file the certificate of authority and articles of
incorporation with the secretary of state. Upon issuance and recordation of the certificate of authority and
articles of incorporation, the mutual association shall file them with the appropriate federal regulatory authority.
Upon the filing, the mutual association ceases to be a federal association and is converted to a state mutual
association.

(@) (i) Upon conversion, all of the property of the federal mutual association, including all of its rights,
title, and interest in and to all property of any kind whether real, personal, or mixed, and things in action, and
every right, privilege, interest, and asset of any conceivable value or benefit then existing, belonging, or
pertaining to it, or that would insure to it, must immediately by act of law and without any conveyance or transfer
and without any further act or deed be vested in and become the property of the state mutual association,
which shall have, hold, and enjoy the same in its own right as fully and to the same extent as if the same was
possessed, held, or enjoyed by the federal savings association.

(i) The state mutual association is deemed to be a continuation of the entity and the identity of the

federal mutual association, operating under and pursuant to the provisions of this chapter, and all rights,
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obligations, and relations of the federal savings association to or in respect to any person, estate, or creditor,
depositor, trustee, or beneficiary of any trust, and to or in respect to any executorship or trusteeship or other
trust or fiduciary function, must remain unimpaired. The state mutual association shall by operation of this
section succeed to all the rights, obligations, relations, and trusts, and the associated duties and liabilities, and
shall execute and perform each and every right, obligation, trust, and relation in the same manner as if the state

mutual association had itself assumed the trust or relation, including the related obligations and liabilities.

NEW SECTION. Section 28. Conversion into federal savings and loan association. (1) Any

mutual association eligible to become a federal savings and loan association may convert itself into a federal
savings and loan association by following the procedure in subsection (2).

(2) (a) Atany regular meeting or special meeting of the members of the mutual association called to
consider the action and held in accordance with the laws governing the mutual association, the members, by an
affirmative vote of the majority, in person or by proxy, may declare by resolution the determination to convert
the state mutual association into a federal savings and loan association.

(b) A copy of the minutes of the meeting of the members verified by the affidavit of the president or
vice president and the secretary of the meeting must be filed with the department within 10 days after the
meeting. The verified copy of the minutes of the meeting when filed is presumptive evidence of the holding of
and action of the meeting.

(c) Within a reasonable time and without any unnecessary delay after the adjournment of the meeting
of the members, the mutual association shall take any action necessary to make it a federal savings and loan
association. Within 10 days after receipt of the federal charter, the charter must be filed with the department.
Upon filing, the mutual association ceases to be a state mutual association and is thereafter a federal savings

and loan association.

NEW SECTION. Section 29. Requirements of state mutual association. A mutual association

must have its qualified thrift investments:
(1) equal or exceed 50% of its portfolio assets; and

(2) continue to equal or exceed 50% of its assets on a monthly average basis in 9 out of every 12
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months.

NEW SECTION. Section 30. Directors -- meetings -- officers. (1) Within 30 days after the

corporate existence of a mutual association begins, the directors of the mutual association shall hold an
organizational meeting and shall elect officers pursuant to the provisions of this chapter and the bylaws of the
mutual association. At the organizational meeting, the directors shall take other action that is appropriate for
beginning the transaction of business by the mutual association. The department may extend, by order, the
time within which the organizational meeting must be held.

(2) The incorporators of the mutual association shall serve as directors until the first meeting of the
members to be held at the time provided for by this chapter or until their successors are elected and qualified,
after which the directors will be elected by the members of the mutual association in accordance with the
provisions of this chapter and the bylaws of the mutual association.

(3) The directors, unless otherwise provided by the bylaws of the mutual association, shall elect or
appoint all officers of the mutual association. The directors, when appointed or elected, shall file with the
department their oath of office, as provided in election or appointment of mutual association directors. Meetings

of the board of directors must be held at least once each month.

NEW SECTION. Section 31. Board of directors -- qualifications, tenure, and vacancies. (1) The

affairs of the mutual association must be managed by a board of directors consisting of no fewer than three
persons. At least two-thirds of the board must be residents of this state. Directors need not be members of the
corporation unless required by the articles of incorporation or bylaws. A person who has been convicted of a
felony may not be elected a director.

(2) (a) The directors must be elected for a term of 1 year at the annual meeting of the members. The
annual meeting must be held before April 15 of each calendar year. If the election is not held on the day fixed
for the annual meeting, the corporation is not dissolved, but an election may be held at any other time
agreeable to the bylaws of the corporation, and the persons elected will hold their office until successors are
elected and qualified.

(b) Every director shall take and subscribe an oath that the director will diligently and honestly perform
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the director’s duty in the office and that the director will not knowingly violate or permit a violation of any of the
provisions of this chapter. The oaths must be made in duplicate. One copy must be transmitted to and filed with

the department, and one copy must be kept on file in the office of the mutual association.

NEW SECTION. Section 32. Selection of officers and employees -- minutes of meetings. (1) The

board of directors of a mutual association shall hold a meeting at least quarterly.

(2) The board of directors may elect a president, one or more vice presidents, a cashier, one or more
assistant cashiers, and other officers and employees that the board may from time to time consider to be in the
best interest of the mutual association, and the board shall fix their compensation. The president must be
chosen from the board of directors.

(3) (a) The board of directors shall keep a correct report of the meetings of the board and of the
members. This record of the meetings of the board of directors must be signed, manually or electronically, by
the presiding officer and the person responsible for preparing the minutes.

(b) The minutes must be read and approved at the following meeting of the board of directors, and the
minutes of the following meeting must show that fact.

(c) A person who makes a material false entry in the record of the board meetings or who makes a

material change or alteration of an entry made in the record is subject to removal pursuant to [section 73].

NEW SECTION. Section 33. Members -- proxies. (1) A depositor of a mutual association is a voting

member and has an ownership interest in the mutual association as may be provided in the terms and
conditions set forth in the articles of incorporation and bylaws of the mutual association.

(2) The bylaws of a mutual association may provide that all borrowers from the mutual association are
members and, if so, must provide for their rights and privileges.

(3) Unless otherwise provided in the articles of incorporation or bylaws, a proxy granted by a
depositor to the officers and directors of a mutual association expires on the date specified in the proxy. If no
date is specified, the authority granted by the proxy is perpetual.

(4) The written proxy appointment is separate and distinct from any deposit agreement, any loan

agreement, or any other agreement, statement, document, or disclosure provided by a mutual association to a
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depositor.

(5) Atleast once every year, the board of directors of a mutual association shall, by resolution, cause
the secretary of the mutual association to mail to every member of the mutual association a blank form of proxy,
and the member may withdraw a former proxy and substitute a new proxy for the former proxy. A proxy

continues in force and is binding on the member until the proxy is revoked or another proxy is substituted.

NEW SECTION. Section 34. Right of examination by member. A member of a mutual association

incorporated under the laws of this state who is not a director may not inspect the books and records of the
mutual association showing its transactions with a customer. A member may inspect the books and records of

the mutual association as provided in 35-14-1602.

NEW SECTION. Section 35. Federal savings association powers extended to state mutual

associations. (1) A mutual association organized under the laws of this state may engage in any activity or
business in which the mutual association could engage if it were operating as a federal savings association if
the power or activity is not expressly prohibited or limited by the laws of this state and:

(a) if the power or activity is clearly authorized to federal savings associations by federal statute,
regulations, or interpretive ruling issued or adopted by a federal banking regulator having jurisdiction over
federal savings associations; and

(b) upon application to and approval by the department.

(2) The department may adopt rules to govern the application procedure under this section. The
department shall act on an application under this section within 15 days after receipt of the application. The
department may, for good cause, extend the time period for processing an application under this section for an
additional 15 days. If the department fails to act on the application within 15 days after receipt of the application
and does not extend the time period for good cause, the state mutual association may engage in the activity

requested without the approval of the department.

NEW SECTION. Section 36. Surrender of charter by state mutual association. (1) Any mutual

association that will become a corporation for carrying on the business of a mutual association under the laws
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of the United States ceases to be a corporation under the laws of this state.

(2) The members of the board of directors last in office when the corporation became a corporation
under the laws of the United States continues to be the board of directors of the corporation, with power to take
all necessary measures to carry out and perfect the organization by signing the articles of association and the
organization certificate and adopting the regulations as may be just and proper and not inconsistent with the
acts of congress.

(3) A change from a state mutual association to a federal savings association may not release the
mutual association from its obligations to pay and discharge all of the liabilities created by law or incurred by the
mutual association before becoming a federal savings association or any tax imposed by the laws of this state
up to the date of the mutu